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PRICE TARGET  A$1.601

from A$1.55

Prce G0Jar)  A8103 >40% 1H19 revenue growth through breakeven

Temple & Webster (TPW) released a strong 1H19a result with revenue increasing +40%
to $49.3m (1H18a $35.2m, CG $46.5m) which was a +6% beat to our forecasts. The

;i:’::fé::?fg,f,ﬁ?)' 037 152 company reported a maiden positive +$0.9m EBITDA result (1H18a -$0.5m, CG $0.6m)
Dividend /Shr (A$): 0.00 which was marginally above our estimates.
Ezt;rp&'\;eM\;?'”e (ASM): 1101.2 Despite a tough macro backdrop, given the weakening retail sales and slowing housing
Long-Term Debt (ASM): 0.0 market, TPW experienced an accelerating revenue growth profile throughout FY18/1H19
(1H18a +1%, 3Q18a +22%, 4Q18a +28%, 1Q19a +39%, 2Q19a >40%) that has

FYE Jun 2018A 2019E 2020E 2021E continued into 2H19e with Jan '19 "exceeding the 1H19 growth rate of 40%".
ifeliiso::W) 726 99;/2 12141'22 14192/2 Earnings revisions: Our FY19e, FY20e, FY21e revenue revised +4%, +5% and +5%.
Gross Profit o5 303 374 449 * TPW reported a 32% increase in active customers to 231k, with the growth in TPW's
(A$M) ) ) ) ) gross profit (+43%) materially stronger than growth in active customers (+32%) and
EBITDA (A$M) (06 03y 16) 407 marketing spend (+32%) reflecting improving unit economics/repeat customers (figure
Previous - 11 &Y 3.0 6). TPW contribution margin (GPAPA, gross profit after all variable costs incl. marketing)
EBIT (ASM) 08 01l 14y 387 improved to 16.5% (1H18a 16.1%) and remains within TPW's target range of 15%-17%,
Previous D ©BY 25 &5 aided by efficient marketing spend which reduced as a percentage of revenue (1H19a
Wm0 o1y 14y st 10.9%, 1H18a 11.5%).
Previous = 0.9 2.5 2.8 ® The company ended 1H19a with $11.5m cash on hand (FY18a $9.9m, no debt)
E(Zg) Adj&Dil (0.00) 0004 0014 003 with TPW reporting five consecutive quarters of positive FCF. TPW reports a negative
R 001 002 003 working capital business model, with growth largely self funded as the business scales.
Equity FCF (A$) 1.2 2.0 1.8 4.0 * TPW has historically managed the business to breakeven; however, the company
EV/Sales (x) 1.6 1.2 0.9 0.7 is now able to reinvest incremental gross profit (FY19e A gross profit 1 $9m pa) in

4 various growth initiatives to extend its leadership position. These include 1) increasing

new product categories (home improvements/DIY/offshore suppliers/Private Label);
(2 2) entering new markets (New Zealand FY19); 3) enhancing technology (mobile app

4Q19, VR) to improve customer experience and conversion rates; 4) expanding B2B/
Trade & Commercial (>10k trade accounts, ~7% cont. to revenue, +35% growth y/y);
08 5) increasing S&M spend to drive brand awareness (2.9x GP/CAC [Fig 6], TPW ~25%
Aust. brand awareness vs. Wayfair ~85%); and 6) improving in-house logistics for bulky
items (>50% volume).

1

TPW is exposed to the online mega trend given the structural shift to online coupled
e with increasing number of millennials entering the furniture and homewares category

éj é é é é é é é é é é é who are more accustomed to purchasing goods online (online spend growth for <30yo
8253535 5838 5 +21% vs. >40yo +10% growth).
TPW
Source: FactSet ® Given TPW's category position and long tailed growth opportunity we expect
. . management to maintain a breakeven mantra and reinvest to capture the long term
D b R opportunity (0.6% category share, FY19-FY22 >$70m gross profit accretion, $10.5m

cash). Assuming TPW can achieve 25% online category share (currently ~14%), with
online penetration increasing to 14% (currently 4%, US/UK 14%), we see the potential
for TPW to generate $476m revenue, deriving a ~$4.45ps valuation (10x implied EBIT
multiple on 10% scaled EBIT margins).

Following modest revisions to our forecasts, we increase our DCF-based valuation to
$1.60ps (previously $1.55ps). BUY recommendation retained.

Canaccord Genuity is the global capital markets group of Canaccord Genuity Group Inc. (CF : TSX)
The recommendations and opinions expressed in this research report accurately reflect the research analyst's personal, independent and objective views about any and all
the companies and securities that are the subject of this report discussed herein.

For important information, please see the Important Disclosures beginning on page 8 of this document.
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Figure 1: Financial forecasts for TPW

Target Price $ 1.60

Temple & Webster (TPW) Share Price $ 1.15
Profit & Loss ($Sm) - Jun YE 2017A 2018A 2019F 2020F 2021F Valuation ratios 2017A 2018A 2019F 2020F 2021F
Sales Revenue 64.5 72.6 99.9 124.8 149.8 EPS (cps) -0.07 0.00 0.00 0.01 0.03
COGS/Fullfillment -46.7 -50.0 -69.6 -87.4 -104.8
Gross Profit 17.8 22,5 30.3 374 44.9 Enterprise Value ($m) - pro-for  120.6 119.4 117.5 115.7 111.7
Marketing -8.2 -8.1 -11.5 -15.0 -18.0 EV/Revenue 1.9 1.6 1.2 0.9 0.7
Opex -16.4 -15.0 -18.5 -20.8 -23.0 EV/Gross Profit 6.8 5.3 3.9 3.1 2.5
EBITDA -6.8 -0.6 0.3 1.6 4.0 EV/GPAPA 12.5 8.3 6.2 5.1 4.1
D&A -0.6 -0.2 -0.2 -0.2 -0.2 EV / EBITDA (x) -17.8 -203.8 364.8 70.9 28.0
EBIT -7.4 -0.8 0.1 1.4 3.8 EV /EBIT (x) -16.3 -144.3 962.7 80.8 29.5
Net Interest Expense 0.3 0.1 0.0 0.0 0.0 P/E (x) nmf nmf nmf nmf nmf
NPBT -7.2 -0.7 0.1 1.4 3.8 DPS (cps) 0.0 0.0 0.0 0.0 0.0
Tax expense 21 0.7 0.0 0.0 0.0 Div yield (%) - 100% franked 0% 0% 0% 0% 0%
NPAT (Normalised) -3.4 -0.1 0.1 1.4 3.8 Payout ratio (%) 0% 0% 0% 0% 0%
Non-recurring -2.7 0.0 0.0 0.0 0.0
NPAT (Reported) -7.8 0.0 0.1 1.4 3.8 Dupont Analysis 2017A 2018A 2019F 2020F 2021F
Net Profit Margin -5.3% -0.1% 0.1% 1.1% 2.5%
Gross Profit Margin (%) 27.6% 31.1% 30.3% 30.0% 30.0% Asset Turnover 3.4 3.3 3.6 4.1 4.2
CODB margin (%) 38.1% 31.9% 30.0% 28.7% 27.3% ROA (%) -18.1% -0.2% 0.4% 4.7% 10.5%
EBITDA Margin (%) -10.5% -0.8% 0.3% 1.3% 2.7% Financial Leverage 1.9 2.0 2.1 2.1 1.9
EBIT Margin (%) -11.5% -1.1% 0.1% 1.1% 2.5% ROE (%) -34.0% -0.5% 0.9% 9.7% 20.5%
NPAT Margin (%) -5.3% -0.1% 0.1% 1.1% 2.5% ROIC (%) -398.6%  -16.4% 8.7% 141.2%  452.5%
Cash Flow (Sm) - Jun YE 2017A 2018A 2019F 2020F 2021F Balance Sheet ratios 2017A 2018A 2019F 2020F 2021F
Operating EBITDA -6.8 -0.6 0.3 1.6 4.0 Net Debt (cash) -8.7 -9.9 -11.9 -13.7 -17.7
- Interest & Tax Paid 0.3 0.1 0.0 0.0 0.0 NTA per share ($) 0.02 0.03 0.05 0.06 0.10
+/- change in Work. Cap. -1.1 1.8 2.2 0.7 0.5 Price / NTA (x) 50.8 37.4 22.3 17.9 11.7
- other 0.0 0.0 0.0 0.0 0.0 Shares onissue 105.7 107.6 112.5 112.5 112.5
Operating Cashflow -7.6 1.3 2.5 2.3 4.5 EFPOWA (m) 105.7 107.6 112.5 112.5 112.5
- Capex -0.1 -0.1 -0.5 -0.5 -0.5
- Aquisitions/divestments -2.0 0.0 0.0 0.0 0.0 Assumptions 2017A 2018A 2019F 2020F 2021F
Free Cashflow -9.7 1.2 2.0 1.8 4.0 Revenue Growth 5% 13% 38% 25% 20%
- Ord Dividends 0.0 0.0 0.0 0.0 0.0 Gross Profit Margin 28% 31% 30% 30% 30%
- Equity /other 0.0 0.0 0.0 0.0 0.0 Contribution Margin 15% 20% 19% 18% 18%
Net Cashflow -9.7 1.2 2.0 1.8 4.0 Opex Growth 1% -9% 23% 13% 10%
Cash at beginning of period 18.4 8.7 9.9 11.9 13.7
+/- borrowings / other 0.0 0.0 0.0 0.0 0.0 Interim Analysis 2H17A 1H18A 2H18A 1H19E 2H19E
Cash at end of period 8.7 9.9 11.9 13.7 17.7 Revenues 30.4 344 38.2 49.3 50.6
Gross Profit 8.9 10.6 12.0 15.1 15.2
Balance Sheet - Jun YE 2017A 2018A 2019F 2020F 2021F EBIT -2.3 -0.9 0.1 0.8 -0.7
Cash 8.7 9.9 11.9 13.7 17.7 EBIT margin (%) -7.7% -2.7% 0.2% 1.6% -1.3%
Debtors 0.0 0.0 0.0 0.0 0.0 DPS 0.0 0.0 0.0 0.0 0.0
Inventory 1.4 2.2 3.5 4.3 5.3 Valuation
PPE 0.2 0.2 0.5 0.8 11 Discounted Cash flow
Intangibles 7.7 7.5 7.5 7.5 7.5 Beta 14 WACC 10.1%
Other assets 0.9 1.8 4.4 4.4 4.4 Cost of equity 10.1% Discount period 6years
Total Assets 18.9 21.7 27.8 30.7 35.9 EFPOWA* 112.5 DCF 1.60
Borrowings 0.0 0.0 0.0 0.0 0.0 Board of Directors / Substantial Shareholders
Trade Creditors 7.3 9.4 12.8 14.3 15.7 Board of Directors Shareholding %
Other Liabilities 1.5 1.5 1.7 1.7 1.7 Susan Thomas 0.0 0.0%
Total Liabilities 8.8 10.9 14.5 16.0 17.4 Conrad Yiu 3.2 2.9%
NET ASSETS 10.0 10.8 13.3 14.7 18.5 Stephen Heath 0.2 0.2%

Source: Canaccord Genuity estimates

Buy unchanged Target Price A$1.60 from AS1.55 | 31 January 2019 Internet 2
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Figure 2: Key divisional drivers of TPW, P&L and balance sheet

Profit & Loss FY16A 1H17A 2H17A FY17A 1H18A 2H18A FY18A 1H19E 2H19E FY19E FY20E FY21E FY22E
Revenue ASm 61.7 34.0 30.4 64.5 34.4 38.2 72.6 49.3 50.6 99.9 124.8 149.8 176.0
Growth 6% 3% 5% 1% 25% 13% 43% 33% 38% 25% 20% 18%
COGS ASm -37.0 -19.8 -17.2 -37.0 -19.2 -21.2 -40.5 -27.3 -28.3 -55.6 -71.1 -86.9 -105.6

COGS Margin % 60% 58% 57% 57% 56% 56% 56% 55% 56% 56% 57% 58% 60%
Fulfilment expenses ASm -11.2 -5.4 -4.3 -9.7 -4.6 -4.9 9.6 -6.9 7.1 -14.0 -16.2  -180 -194

Fulfilment Margin % 18% 16% 14% 15% 13% 13% 13% 14% 14% 14% 13% 12% 11%
Gross Profit ASm 13.5 8.9 8.9 17.8 10.6 12.0 22.5 15.1 15.2 30.3 37.4 44.9 51.0

Gross Profit Margin % 22% 26% 29% 28% 31% 31% 31% 31% 30% 30% 30% 30% 29%
Marketing ASm -12.0 -4.7 -3.4 -8.2 4.1 4.1 -8.1 5.4 -6.1 -11.5 -15.0 -180 -21.1
Opex ASm -16.3 -9.0 -7.4 -16.4 -7.3 -7.7 -15.0 -8.8 -9.7 -18.5 -20.8  -23.0 -24.6
Total Opex ASm -28.3 -13.7 -10.8 -24.6 -11.4 -11.8 -23.1 -14.2 -15.7 -29.9 -35.8 -40.9 -45.7
EBITDA ASm -14.8 -4.9 -1.9 -6.8 -0.8 0.2 -0.6 0.9 -0.6 0.3 1.6 4.0 5.3
Depreciation and Amortisation ASm -0.5 -0.2 -0.4 -0.6 -0.1 -0.1 -0.2 -0.1 -0.1 -0.2 -0.2 -0.2 -0.2
EBIT ASm -15.3 -5.1 -2.3 -7.4 -0.9 0.1 -0.8 0.8 -0.7 0.1 1.4 3.8 5.1
Net Interest ASm -4.4 0.2 0.1 0.3 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0
NPBT ASm -19.6 -4.9 -2.3 -7.2 -0.9 0.1 -0.7 0.8 -0.7 0.1 1.4 3.8 5.1
Tax Expense ASm 5.9 1.5 0.7 2.1 0.3 0.4 0.7 0.0 0.0 0.0 0.0 0.0 0.0
NPAT (Normalised) ASm -13.8 -3.4 -1.6 -5.0 -0.6 0.6 -0.1 0.8 -0.7 0.1 1.4 3.8 5.1
Non-recurring ASm -30.7 -2.0 -0.8 -2.7 -0.3 0.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0
NPAT (Reported) ASm -44.4 -5.4 -2.4 -7.8 -0.9 0.9 0.0 0.8 -0.7 0.1 1.4 3.8 5.1
EFPOWA # 105.8 105.7 105.7 105.7 107.6 107.6 107.6 112.5 112.5 112.5 1125 1125 1125
EPS cps -0.42 -0.05 -0.02 -0.07 -0.01 0.01 0.00 0.01 -0.01 0.00 0.01 0.03 0.05
Balance Sheet FY16A 1H17A 2H17A FY17A 1H18A 2H18A FY18A 1H19E 2H19E FY19E FY20E FY21E FY22E
Cash ASm 18.4 123 8.7 8.7 8.8 9.9 9.9 115 119 119 13.7 17.7 22.6
Receivables ASm 0.1 0.1 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Inventory ASm 35 32 1.4 1.4 2.0 2.2 2.2 34 35 35 43 53 6.4
PPE ASm 0.2 0.3 0.2 0.2 0.2 0.2 0.2 0.3 0.5 0.5 0.8 1.1 1.4
Intangibles ASm 73 7.2 7.7 7.7 7.6 7.5 7.5 7.5 75 75 75 7.5 7.5
Other ASm 1.0 0.4 0.9 0.9 1.0 1.8 1.8 4.4 4.4 4.4 4.4 4.4 4.4
Assets ASm 30.6 23.4 18.9 18.9 19.8 21.7 21.7 27.1 27.8 27.8 30.7 35.9 42.3
Payables ASm 9.1 8.5 5.5 5.5 6.7 7.2 7.2 8.0 9.4 9.4 10.9 123 13.6
Deferred Revenue ASm 3.9 1.9 1.6 1.6 2.0 1.9 1.9 3.4 3.4 34 34 3.4 3.4
Provisions ASm 0.7 13 1.2 1.2 1.0 11 1.1 1.7 1.7 1.7 1.7 1.7 1.7
Interest bearing liabilities ASm 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other ASm 0.6 0.6 0.6 0.6 0.6 0.7 0.7 0.0 0.0 0.0 0.0 0.0 0.0
Liabilities AS$m 14.3 12.2 8.8 8.8 10.3 10.9 10.9 13.1 14.5 14.5 16.0 17.4 18.7
Equity ASm 16.4 11.2 10.0 10.0 9.6 10.8 10.8 14.0 11.5 11.5 12.9 16.7 21.8
ROE % -84.0%| -49.6%  -30.0%" -42.1%| -12.4% 11.0%[ 11.0% 12.9%  -10.6%  -10.6% 11.7% 25.6% 26.6%
Working Capital ASm -55 -5.2 -4.1 -4.1 -4.5 -4.9 -4.9 4.6 -5.9 -5.9 -6.5 -7.0 -7.1
Cash Flow Statement FY16A 1H17A 2H17A FY17A 1H18A 2H18A FY18A 1H19E 2H19E FY19E FY20E FY21E FY22E
EBITDA ASm -14.8 -4.9 -1.9 -6.8 -0.8 0.2 -0.6 0.9 -0.6 0.3 16 4.0 53
Change in working capital ASm -1.1 0.9 -1.9 -1.1 0.9 0.9 1.8 0.9 13 2.2 0.7 0.5 0.1
Net interest paid ASm 0.2 0.0 0.3 0.3 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0
Income taxes paid ASm 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net operating cash flows ASm -15.7 -4.1 -3.5 -7.6 0.1 1.1 1.3 1.8 0.7 2.5 2.3 4.5 5.4
Payments for PPE/Intangiables ASm -0.4 -0.1 -0.1 -0.1 0.0 0.0 -0.1 -0.3 -0.3 -0.5 -0.5 -0.5 -0.5
Other/Acquisitions ASm -13.7 -2.0 0.0 -2.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net investing cash flows AS$m -14.1 -2.0 -0.1 -2.1 0.0 0.0 -0.1 -0.3 -0.3 -0.5 -0.5 -0.5 -0.5
Proceeds from issue of securitic ASm 61.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net borrowings ASm 12.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other/Dividends ASm -27.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net financing cash flows ASm 46.4 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net change in cash held ASm 16.5 -6.1 -3.6 -9.7 0.1 1.1 1.2 1.6 0.4 2.0 1.8 4.0 4.9
Cash at beginning of period ASm 1.9 18.4 18.4 18.4 8.7 8.8 8.7 9.9 11.5 9.9 11.9 13.7 17.7
Cash at end of period ASm 18.4 12.3 14.9 8.7 8.8 9.9 9.9 11.5 11.9 11.9 13.7 17.7 22.6

Source: Canaccord Genuity estimates

Buy unchanged Target Price A$1.60 from A$1.55 | 31 January 2019
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CGAu Earnings Revisions
¢ We have made slight adjustments to our revenue and gross profit estimates.

Figure 3: CGAu earnings revisions

Actual 1H19E FY19E FY20E
FY16A FY17A FY18A Previous Current Diff (%) Previous Current Diff (%) Previous Current Diff (%)
Revenue ASm 61.7 64.5 72.6 46.5 49.3 6.0% 96.1 99.9 3.9% 118.6 124.8 5.2%
COGS ASm -37.0 -37.0 -40.5 -26.5 -27.3 3.0% -54.8 -55.6 1.5% -68.6 -71.1 3.7%
Fulfillment ASm -11.2 -9.7 -9.6 -5.6 -6.9 23.2% -11.5 -14.0 21.5% -14.2 -16.2 14.3%
Gross Profit ASm 13.5 17.8 22,5 14.4 15.1 4.9% 29.8 30.3 1.6% 35.6 374 5.2%
Gross Profit Margin % 21.9% 27.6% 31.1% 31.0%  30.6% 31.0%  30.3% 30.0%  30.0%
Marketing ASm -12.0 -8.2 -8.1 -5.6 -5.4 -3.6% -11.5 -11.5 -0.3% -14.2 -15.0 5.5%
GPAPA ASm 1.5 9.6 14.4 8.8 9.7 10.2% 18.3 18.8 2.7% 214 22,5 5.0%
GPAPA margin % 2.4% 14.9% 19.9% 18.9% 19.7% 19.0% 18.8% 18.0% 18.0%
Opex ASm -16.3 -16.4 -15.0 -8.3 -8.8 6.0% -17.2 -18.5 7.4% -18.6 -20.8 12.0%
EBITDA ASm -14.8 -6.8 -0.6 0.6 0.9 50.0% 1.1 0.3 -70.7% 2.7 1.6 -39.6%
D&A ASm -0.5 -0.6 -0.2 -0.1 -0.1 -0.2 -0.2 -0.2 -0.2
EBIT ASm -15.3 -7.4 -0.8 0.5 0.8 60.0% 0.9 0.1 -86.4% 2.5 14 -42.7%
Netinterest ASm -4.4 0.3 0.1 0.0 0.0 0.0 0.0 0.0 0.0
Tax ASm 5.9 2.1 0.7 0.0 0.0 0.0 0.0 0.0 0.0
NPAT ASm -13.8 -5.0 -0.1 0.5 0.8 60.0% 0.9 0.1 -86.4% 2.5 14 -42.7%
EPS cps -0.4 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
DPS cps 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Capex ASm -0.2 -0.1 -0.1 -0.3 -0.3 -0.5 -0.5 -0.5 -0.5
Net debt ASm 18.4 8.7 9.9 10.4 11.5 10.6% 11.0 11.9 8.3% 13.8 13.7 -0.6%

Source: Canaccord Genuity estimates

Figure 4: Revenue and gross profit growth and EBITDA improvements (passing breakeven)

Revenue and gross profit profile A$M EBITDA improvement
A$m ) 10 -
160 - i 149.8 |
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o 24 : -20 -
FY13A FY14A FY15A FY16A FY17A FY18A FY19E FY20E FY21E FY14A FY15A FY16A FY17A FY18A FY19E FY20E FY21E

Source: Canaccord Genuity estimates
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Figure 5: Key metrics improving
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Source: Canaccord Genuity estimates
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Figure 6: TPW unit economics and operating leverage to growth (incremental revenue growth at 20% margins).

Jun-16 Dec-16 Jun-17 Dec-17 Jun-18 Dec-18

2H16 1H17  2H17 1H18  2H18  1H19 Unit economics (GP/CAC per active customer)
Revenue (trailing) A$m 62 64 64 65 73 87 30 - 29
Gross Profit (trailing) A$m 13 16 18 19 23 21 7 26 2.8
Active Customers (000s) # 133 139 157 173 198 231 25 i
Net additions (000s) # 6 18 16 25 33 ' 22
Marketing (trailing) ASmM 12 101 82 75 81 95 297
CAC (new active) A$ 1601 453 468 325 287 16
CAC (all users) A$ 90.2 73.0 52.0 43.3 41.1 41.0 ’ 11
ARPU ASm 463 457 411 375 367 379 07
Avg. Gross Profit PU A$m 101 114 113 113 114 117 05
Unit i 1.1 1.6 2.2 2.6 2.8 2.9 o
f economies X 2H16  1H17 2H17  1H18 2HI8  1H19
Improvementin GPAPA margin Fv16 Fvi7 Fvis 1H19
2504 Revenue 100% 100% 100%  100%
° COGS 60% 57% 56% 55%
20% 20% Gro;s margin 40% 43% 44% 45%
20% - Fullfllment costs  18% 15% 13% 14%
Delivered margin ~ 22% 28% 31% 31%
15% 15% Marketing 19% 13% 11% 11%
° GPAPA 2% 15% 20% 20%
10% - : FY19 : Earnings leverage to revenue
Revenue A$m : 100 : 1250 150.0 200.0f 250.0
0 GPAPA margin % | 20% 20% 20% 20% 20%
5% 1 2% GPAPA ASm | 196 | 250 300 400/ 500
- Opex A$m | -185 | -185 -18.5 -18.5 -18.5
0% EBITDA A$m | 1.1 | 6.5 11.5 215 31.5
FY16 FY17 FY18 1H19 EV/EBITDA X | I 18.4 10.4 5.6 3.8
Source: Company Reports, Canaccord Genuity estimates
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e The scale of the TPW opportunity is large given the immature state of the online
furniture and homewares market. The table below illustrates the sensitivity of
online penetration in the Australian furniture and homewares market relative to
TPW’s current market share.

e Assuming the total furniture and homewares market reaches an equivalent 14%
online penetration rate (A$1.9b) with TPW achieving a +25% market share, we
derive a A$476m revenue opportunity and A$4.45ps valuation (10x implied EBIT
multiple on 10% scaled EBIT margins).

Figure 7: 14% online penetration, 25% market share derives A$476m revenue and ~$4.50ps val.

Online Penetration
Aus Market %| 3.8% 6% 8% 10% 12% : 14% :
ASm| 517 816 1,088 1,360 1,632 | 1,904 |
14% 72 114 152 190 28 | 267 |
Aolaet 2% | 103 e z;s a2 w6 | sm |
o [ 3w |19 "o _ap a0 g I a6
Furniture 30% 155 245 326 408 490 ! 571 !
35% 181 286 381 476 571 | 666
US/UK
Current
Valuation $ps Online Penetration o
(10x EBIT multiple at 10% 3.8% 6% 8% 10% 12% | 14% |
margins) : :
14% 0.68 1.07 1.42 1.78 214 1 249 |
AusMarket  am | 097 153 203 254 _ 305 | 356_|]
Shareof [T amw "1 io1_ 25 318 381 | ads |
Furniture 30% 1.45 2.29 3.05 3.81 458 | 534 |
35% 1.69 2.67 3.56 4.45 534 1 623 |

Source: Company Reports, Canaccord Genuity estimates

Figure 8: TPW revenue growth progression since 2H17a.

% Revenue growth progression
45% - >40% >40%
>40%
40% A
0,
359 - 34%
30% - 28%

25% 1 22%
20%
15% A
10% A
5% 4 3%
1%
0% __. .

2H17A 1H18A 3Q18A 4Q18A Jul-18  Aug/Sep-18 2Q19A Jan-19

Source: Company Reports, Canaccord Genuity estimates
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Appendix: Important Disclosures

Analyst Certification

Each authoring analyst of Canaccord Genuity whose name appears on the front page of this research hereby certifies that (i) the
recommendations and opinions expressed in this research accurately reflect the authoring analyst’s personal, independent and
objective views about any and all of the designated investments or relevant issuers discussed herein that are within such authoring
analyst’s coverage universe and (i) no part of the authoring analyst's compensation was, is, or will be, directly or indirectly, related to the
specific recommendations or views expressed by the authoring analyst in the research.

Analysts employed outside the US are not registered as research analysts with FINRA. These analysts may not be associated persons of
Canaccord Genuity LLC and therefore may not be subject to the FINRA Rule 2241 and NYSE Rule 472 restrictions on communications
with a subject company, public appearances and trading securities held by a research analyst account.

Sector Coverage

Individuals identified as “Sector Coverage” cover a subject company’s industry in the identified jurisdiction, but are not authoring
analysts of the report.

Investment Recommendation

Date and time of first dissemination: January 30, 2019, 15:00 ET

Date and time of production: January 30, 2019, 07:03 ET

Target Price / Valuation Methodology:

Temple and Webster - TPW

We derive our target price based on a DCF methodology ($1.60ps, K. 9.3%, B 1.2x, ERP 5.5%):

® QOur terminal value incorporates a long-term cash EBIT margin of 10% (gross profit margin 30%, steady state S&M expense 10%,
capex/G&A 10%) on our FY24e revenue expectations of $215m (6-year revenue CAGR +18%). Our revenue CAGR is derived from
category growth (+14%) and slight share gain (+4%).

* We assume a terminal EBIT multiple of 10x which is broadly in line with its ASX industrial peers.
Risks to achieving Target Price / Valuation:
Temple and Webster - TPW

Increased competition in a post Amazon world: We expect increased competition given the size of the potential market, especially from
brick-and-mortar stores expanding online and Amazon. In other retail categories, online players have proved to be more competitive than
store-based operators as the cost to do business is significantly reduced. TPW’s broad catalogue, supply chain, delivery and customer
service are current competitive advantages; however, this can be copied and could be managed more effectively by other retailers with
an established presence, operating history and a large customer base. A meaningful rise in competition may materially shift TPW’s
customer retention and acquisition costs which could ultimately compromise margins and top-line momentum. We note there is upside if
competition is weaker than expected and downside if Amazon’s offering in this category improves rapidly.

Housing market downturn impacting Australian retail environment: Home furnishing retailers are historically correlated to housing
trends and we believe the upturn in the Australian housing market over the last 2 years has aided TPW’s growth. We believe an economic
slowdown is a risk to TPW as consumers tend to limit spending on bigger-ticket, discretionary products. In addition, stocks in this industry
are typically rate sensitive.

Key supplier and counterparty risk: TPW largely acts as a bridge to suppliers and therefore carries minimal inventory and is self-funding.
However, this makes TPW highly dependent on suppliers, and losing key vendors could result in reduced sales. We expect that finding
new suppliers on favourable terms, in a timely manner or in sufficient volume, may be challenging for the group. In addition, there is
reputation risk to the Temple & Webster brand if a vendor’s products do not meet customer expectations.

Operational and technological failure: TPW is reliant on its online platform and supply chain to deliver a premium shopping experience
from initial browsing to having an order fulfilled. Operational disruption within the order process (i.e.: system failure to its websites or to

third-party suppliers) could impact the group’s ability to deliver the correct items on time to a customer, which may negatively affect the

Temple & Webster brand and reputation.

Marketing strategy fatigue: TPW may experience marketing strategy fatigue with a growing customer base. The frequency of TPW'’s
marketing may be underestimated or overestimated and have the result of reducing sales conversion rates. If the group does not make
efficient use of data analytics, update its segment listings and decide accurately when to deploy re-engagement campaigns to improve
performance metrics, this could adversely affect financial and operational performance.
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Distribution of Ratings:
Global Stock Ratings (as of 01/30/19)

Rating Coverage Universe IB Clients
# % 3
Buy 560 62.78% 47.50%
Hold 200 22.42% 30.00%
Sell 12 1.35% 25.00%
Speculative Buy 120 13.45% 69.17%
892* 100.0%

*Total includes stocks that are Under Review

Canaccord Genuity Ratings System
BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.

HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer.

“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the designated investment or the
relevant issuer.

Risk Qualifier

SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental criteria. Investments in the
stock may result in material loss.

12-Month Recommendation History (as of date same as the Global Stock Ratings table)

A list of all the recommendations on any issuer under coverage that was disseminated during the preceding 12-month period
may be obtained at the following website (provided as a hyperlink if this report is being read electronically) http://disclosures-
mar.canaccordgenuity.com/EN/Pages/default.aspx

Required Company-Specific Disclosures (as of date of this publication)
Canaccord Genuity or one or more of its affiliated companies intend to seek or expect to receive compensation for Investment Banking
services from Temple and Webster in the next three months.
An analyst has visited the material operations of Temple and Webster. No payment was received for the related travel costs.
This report was prepared solely by Canaccord Genuity (Australia) Limited. ASX did not prepare any part of the report and has not
contributed in any way to its content. The role of ASX in relation to the preparation of the research reports is limited to funding their
preparation, by Canaccord Genuity (Australia) Limited, in accordance with the ASX Equity Research Scheme.
ASX does not provide financial product advice. The views expressed in this research report may not necessarily reflect the views of ASX.
To the maximum extent permitted by law, no representation, warranty or undertaking, express or implied, is made and no responsibility
or liability is accepted by ASX as to the adequacy, accuracy, completeness or reasonableness of the research reports.
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Temple and Webster Rating History as of 01/29/2019

Apr 14 Jul 14 Oct 14 Jan 15 Apr 15 Jul 15 Oct 15 Jan 16 Apr 16 Jul 16 Oct 16 Jan 17 Apr 17 Jul 17 Oct 17 Jan 18 Apr 18 Jul 18 Oct 18 Jan 19

Closing Price Price Target

Buy (B); Speculative Buy (SB); Sell (S); Hold (H); Suspended (SU); Under Review (UR); Restricted (RE); Not Rated (NR)
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Past performance

In line with Article 44(4)(b), MiFID Il Delegated Regulation, we disclose price performance for the preceding five years or the whole period
for which the financial instrument has been offered or investment service provided where less than five years. Please note price history
refers to actual past performance, and that past performance is not a reliable indicator of future price and/or performance.

Online Disclosures

Up-to-date disclosures may be obtained at the following website (provided as a hyperlink if this report is being read electronically)
http://disclosures.canaccordgenuity.com/EN/Pages/default.aspx; or by sending a request to Canaccord Genuity Corp. Research, Attn:
Disclosures, P.0. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2; or by sending a request

by email to disclosures@cgf.com. The reader may also obtain a copy of Canaccord Genuity’s policies and procedures regarding the
dissemination of research by following the steps outlined above.

General Disclaimers

See “Required Company-Specific Disclosures” above for any of the following disclosures required as to companies referred to in this
report: manager or co-manager roles; 1% or other ownership; compensation for certain services; types of client relationships; research
analyst conflicts; managed/co-managed public offerings in prior periods; directorships; market making in equity securities and related
derivatives. For reports identified above as compendium reports, the foregoing required company-specific disclosures can be found in
a hyperlink located in the section labeled, “Compendium Reports.” “Canaccord Genuity” is the business name used by certain wholly
owned subsidiaries of Canaccord Genuity Group Inc., including Canaccord Genuity LLC, Canaccord Genuity Limited, Canaccord Genuity
Corp., and Canaccord Genuity (Australia) Limited, an affiliated company that is 50%-owned by Canaccord Genuity Group Inc.

The authoring analysts who are responsible for the preparation of this research are employed by Canaccord Genuity Corp. a Canadian
broker-dealer with principal offices located in Vancouver, Calgary, Toronto, Montreal, or Canaccord Genuity LLC, a US broker-dealer
with principal offices located in New York, Boston, San Francisco and Houston, or Canaccord Genuity Limited., a UK broker-dealer with
principal offices located in London (UK) and Dublin (Ireland), or Canaccord Genuity (Australia) Limited, an Australian broker-dealer with
principal offices located in Sydney and Melbourne.

The authoring analysts who are responsible for the preparation of this research have received (or will receive) compensation based upon
(among other factors) the Investment Banking revenues and general profits of Canaccord Genuity. However, such authoring analysts
have not received, and will not receive, compensation that is directly based upon or linked to one or more specific Investment Banking
activities, or to recommendations contained in the research.

Some regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as
a result of publication or distribution of research. This research has been prepared in accordance with Canaccord Genuity’s policy on
managing conflicts of interest, and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is
available upon request.

The information contained in this research has been compiled by Canaccord Genuity from sources believed to be reliable, but (with the
exception of the information about Canaccord Genuity) no representation or warranty, express or implied, is made by Canaccord Genuity,
its affiliated companies or any other person as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not
independently verified the facts, assumptions, and estimates contained herein. All estimates, opinions and other information contained
in this research constitute Canaccord Genuity’s judgement as of the date of this research, are subject to change without notice and are
provided in good faith but without legal responsibility or liability.

From time to time, Canaccord Genuity salespeople, traders, and other professionals provide oral or written market commentary or
trading strategies to our clients and our principal trading desk that reflect opinions that are contrary to the opinions expressed in this
research. Canaccord Genuity’s affiliates, principal trading desk, and investing businesses also from time to time make investment
decisions that are inconsistent with the recommendations or views expressed in this research.

This research is provided for information purposes only and does not constitute an offer or solicitation to buy or sell any designated
investments discussed herein in any jurisdiction where such offer or solicitation would be prohibited. As a result, the designated
investments discussed in this research may not be eligible for sale in some jurisdictions. This research is not, and under no
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or company
that is not legally permitted to carry on the business of a securities broker or dealer in that jurisdiction. This material is prepared for
general circulation to clients and does not have regard to the investment objectives, financial situation or particular needs of any
particular person. Investors should obtain advice based on their own individual circumstances before making an investment decision.
To the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person accepts any liability
whatsoever for any direct or consequential loss arising from or relating to any use of the information contained in this research.

Research Distribution Policy

Canaccord Genuity research is posted on the Canaccord Genuity Research Portal and will be available simultaneously for access by all
of Canaccord Genuity’s customers who are entitled to receive the firm's research. In addition research may be distributed by the firm’s
sales and trading personnel via email, instant message or other electronic means. Customers entitled to receive research may also
receive it via third party vendors. Until such time as research is made available to Canaccord Genuity's customers as described above,
Authoring Analysts will not discuss the contents of their research with Sales and Trading or Investment Banking employees without prior
compliance consent.
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For further information about the proprietary model(s) associated with the covered issuer(s) in this research report, clients should
contact their local sales representative.

Short-Term Trade Ideas

Research Analysts may, from time to time, discuss “short-term trade ideas” in research reports. A short-term trade idea offers a near-
term view on how a security may trade, based on market and trading events or catalysts, and the resulting trading opportunity that may
be available. Any such trading strategies are distinct from and do not affect the analysts' fundamental equity rating for such stocks. A
short-term trade idea may differ from the price targets and recommendations in our published research reports that reflect the research
analyst's views of the longer-term (i.e. one-year or greater) prospects of the subject company, as a result of the differing time horizons,
methodologies and/or other factors. It is possible, for example, that a subject company's common equity that is considered a long-

term ‘Hold' or 'Sell' might present a short-term buying opportunity as a result of temporary selling pressure in the market or for other
reasons described in the research report; conversely, a subject company's stock rated a long-term 'Buy' or “Speculative Buy’ could be
considered susceptible to a downward price correction, or other factors may exist that lead the research analyst to suggest a sale over
the short-term. Short-term trade ideas are not ratings, nor are they part of any ratings system, and the firm does not intend, and does not
undertake any obligation, to maintain or update short-term trade ideas. Short-term trade ideas are not suitable for all investors and are
not tailored to individual investor circumstances and objectives, and investors should make their own independent decisions regarding
any securities or strategies discussed herein. Please contact your salesperson for more information regarding Canaccord Genuity’s
research.

For Canadian Residents:

This research has been approved by Canaccord Genuity Corp., which accepts sole responsibility for this research and its dissemination
in Canada. Canaccord Genuity Corp. is registered and regulated by the Investment Industry Regulatory Organization of Canada (IIROC)
and is a Member of the Canadian Investor Protection Fund. Canadian clients wishing to effect transactions in any designated investment
discussed should do so through a qualified salesperson of Canaccord Genuity Corp. in their particular province or territory.

For United States Persons:

Canaccord Genuity LLC, a US registered broker-dealer, accepts responsibility for this research and its dissemination in the United States.
This research is intended for distribution in the United States only to certain US institutional investors. US clients wishing to effect
transactions in any designated investment discussed should do so through a qualified salesperson of Canaccord Genuity LLC. Analysts
employed outside the US, as specifically indicated elsewhere in this report, are not registered as research analysts with FINRA. These
analysts may not be associated persons of Canaccord Genuity LLC and therefore may not be subject to the FINRA Rule 2241 and NYSE
Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst
account.

For United Kingdom and European Residents:

This research is distributed in the United Kingdom and elsewhere Europe, as third party research by Canaccord Genuity Limited,

which is authorized and regulated by the Financial Conduct Authority. This research is for distribution only to persons who are Eligible
Counterparties or Professional Clients only and is exempt from the general restrictions in section 21 of the Financial Services and
Markets Act 2000 on the communication of invitations or inducements to engage in investment activity on the grounds that it is being
distributed in the United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) (High Net
Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended). It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. This material is not for
distribution in the United Kingdom or elsewhere in Europe to retail clients, as defined under the rules of the Financial Conduct Authority.

For Jersey, Guernsey and Isle of Man Residents:

This research is sent to you by Canaccord Genuity Wealth (International) Limited (CGWI) for information purposes and is not to be
construed as a solicitation or an offer to purchase or sell investments or related financial instruments. This research has been produced
by an affiliate of CGWI for circulation to its institutional clients and also CGWI. Its contents have been approved by CGWI and we are
providing it to you on the basis that we believe it to be of interest to you. This statement should be read in conjunction with your client
agreement, CGWI's current terms of business and the other disclosures and disclaimers contained within this research. If you are in any
doubt, you should consult your financial adviser.

CGWI is licensed and regulated by the Guernsey Financial Services Commission, the Jersey Financial Services Commission and the Isle
of Man Financial Supervision Commission. CGWI is registered in Guernsey and is a wholly owned subsidiary of Canaccord Genuity Group
Inc.

For Australian Residents:

This research is distributed in Australia by Canaccord Genuity (Australia) Limited ABN 19 075 071 466 holder of AFS Licence No
234666. To the extent that this research contains any advice, this is limited to general advice only. Recipients should take into account
their own personal circumstances before making an investment decision. Clients wishing to effect any transactions in any financial
products discussed in the research should do so through a qualified representative of Canaccord Genuity (Australia) Limited. Canaccord
Genuity Wealth Management is a division of Canaccord Genuity (Australia) Limited.

For Hong Kong Residents:

This research is distributed in Hong Kong by Canaccord Genuity (Hong Kong) Limited which is licensed by the Securities and Futures
Commission. This research is only intended for persons who fall within the definition of professional investor as defined in the Securities

Buy unchanged Target Price A$1.60 from AS1.55 | 31 January 2019 Internet 11



Canaccord
Cg/Geant Temple and Webster

Capital Markets Raising Target Price

and Futures Ordinance. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. Recipients of
this report can contact Canaccord Genuity (Hong Kong) Limited. (Contact Tel: +852 3919 2561) in respect of any matters arising from, or
in connection with, this research.

Additional information is available on request.
Copyright © Canaccord Genuity Corp. 2019 - Member IIROC/Canadian Investor Protection Fund

Copyright © Canaccord Genuity Limited. 2019 - Member LSE, authorized and regulated by the Financial Conduct Authority.
Copyright © Canaccord Genuity LLC 2019 - Member FINRA/SIPC

Copyright © Canaccord Genuity (Australia) Limited. 2019 - Participant of ASX Group, Chi-x Australia and of the NSX. Authorized and
regulated by ASIC.

All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under copyright to Canaccord
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content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any other party, without the prior express written
permission of the entities listed above.
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